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IMPORT ON THE FINANCUL STATEMENTS 


Introduction 

^ I?* group finanda) stalemsnts and financial 

Mumapality which comprise the consolidated and sepamte 

^ P*^*™*. "re consolidated and separate 

^ ow^liitated and separate ca^^w 

^ ® P**™"*^ of Significant hunting policies 

notes as sal cot on pages 12 to 89 of lhe®1iS 


The accounting officer's rMponsibaity for the financial statements 
^ •* '“POPs^’e 'Of «»e preparation and feir prasentaSon of 

and in file manner reguirad by 
Mi^al Finance Management Act. 2003 (>tet No. 56 ol 

““fonPofi officer deteimine, is 
nei^fy to enable the preparatton of financial sMements that am frae from 
msteiial misstatem^t, whether due to fraud w enor. 


The AudHXMT'^enerare respotisib^ity 

<^^R»puWfc of ScKim Africa, 1996 
read with secbon 4 of the Puhifc Audit Act, 2004 (Act No, 25 of 2004) (PAA) my 

rWKieiMrty is to express an opinion on these financial statements based on my 
9 UylL ^ 

***** **‘® Wematfenal Standarts on Auditing 
Gazede No. 31Q57 of 

15 A«8y20p0. Those standards require Ih^ } comply with ethicat requirements and 
plan yy perform the audit to obtain reasonable assurance about whether the 
nnanaal statements are free from rnat«i8( rriisstatemem. 

and diydowTOS in the financial statemerrts. The procedures selected depend on the 
^1^5 judsym^t, including the assessment of the nsi» matenal misstatsitient 
of the fin^i statements, whe^ier due to fraud or error, in making those dsk 
asses^nts, auditor considers internal control rotevonf to^ wtiys 
piepa^n and fair presentation of the finandaf stalemerrts in older to design au^ 
procedures that m appropriate in the circumstences. but not fer the purpose of 
expressing an opmiorr on the effediveness of the entity’s internal control. Xi^it 
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7. 


avaK*«ngmeov«n.,,S,2n^'^;X^^ “ “ 

A™ng 

reporting on norKWnpfiance with discto^^uiiS^ 

pS ** to 


OpiniOT 
8. 


*" finan^ statemeAts present fairly. In all material resDCcts ib#» 

StSoB^ SSrtSi ^ the^upa Municipality as at 30 June ZOOfi and its 

performance and its consolidated cash flows for the year then 
reporting 

required Jiy the Municipal Finance Management 


Cniphasis of matter 

Without quafifying my opinion, I draw attention to the folkwing maltets 
Unauteoriaed. irrvguJar or fruitless and waStetol expenditure 


9- AsdisclTO^(nnote43.1 to the financial statements, unauthorised ^coencfitum to th* 

amount of RZ million was incuned due to the foUbwrig: ^‘Pencm^ to the 

• ?'*;p®y"»ent to a deceased employee’s dependants/eslate 

• Credit racriities for petrol cards 


statements, fruittess and wasteful 

ejEpenditura to the amount of R24,8 mflfion was incurred due to the followrng: 

* Ufe payment to creditors 

^S*'^^"’****'*" EmpriGyer Recondliation Dedaralion (EMP501) to 

■ 2s:^r~ -j.ssj' 1. 

• niegal dumping activities 
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• Non-compliance with the MFMA 

’ M^afl«ment Regulations (toviattons jncludino IrreoulariHea 

sts.sfss 

Possible ctobn* *9aihst the Council 

^ Statements, the municipality is th, 

d^endant in a number of lew$(^ mvotving land end cMl claims Furthermore thrs* 
the municip.«ys tondfUl sites have not been ^ed ^ a 

and the munkapiil^^ 

(^tr^nbon per landBI site. The uWinaie outcome 

provision tor any febiilty that may 
hos been made m the firwidal statements. r «'awn«y 

Rwtatament of corresponding figures 

M »« wiresRonding figures for 

and change in aaMgnting 
discovered during 200BC009 m the financial stataSUs WK^a 
Municipalfty at and for the year ended- 30 Juno 2003. ^ 

Other mattoie 


UnsiidiM supptemsnfauy schedules 

set out on pages 90 to 98 does not form part of the 
wWHto^^rtSinents and Is presented •$ addHibnaJ WbrnwCon. I have not audited 
these sdiedules arto aocor^gly I do not eaepmss an opinion thereon. 
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Non<complMnc« with applicable legisfatfon 
16. Munidpai Finance Management Act 


Cotitaiy to section t7(1) (b) of the Munictoal Finance Manabement Aef *h* 


^-K1) of the Municipal Hnance ManKjemenf Act the 
i^njcrpaWy did not submit etectrohic and signed latunwOTft^^ondffional 
l^^pendatg tor the period ended 30 Juni 2009 tcTtor^mlS 

^ to the cayor. MEC hv Local eove-nmem 

^ntrary to^^n 32(6) (a) & (b) of the Muntapai Finance Manaoement Act 

to the African 

^ndrture that consBtuted a criminal oflence and 
and ^ that ocouned m the municipality. A number of special and 
^twc mvestieabons were conducted at the municipality to rraponL to 
a«^|d imegtilar expenditure, theft and fraud without betog teportSto the 

iS? Management 

^.^ay ncumsd short tom, debt via a bank overdr^^Tity 
pessary msdubon of the municipal council and sign^ 

approvals by die mayor and the accounting oUteer. ^ 

LI*** Management Act the 

ftewbnt deMs to the provtodal beasuiy arid 
^Auditor-General before the start of the linandal year and withto 90 days 

after a new acoourrt has beer opened. w wnmn w pays 

Municipal Finance Management Act senior 
offictste wthdn^ money and authorise the wfthdrawa) of money 

i^u!:^o ^ 


P™"* Management Act the 
acsoourrtinv officer has not ensured that ail monies owed on%n Invoice or 
statement ar© paid wfthin 30 days. ^ 


4 



JUN. 01.2010 09:00 0422934204 


KOUGA FINANCE 


#0762 P. 006 /012 


Con^ to 8e(b) of the Municipal Financ* Monagement Act the 

Agency dkJ not to the 

*" '^’^9- annuafty before the staft of the fmandai 

11^ ^ accounts, the type 

and number of each account ^ 

^ responsfbflity were not in place for the Kpuga Deve»opmert 


17. Basic ConcUfions of Emptoymenl Act 




^ ^ Cooditfons of Emptoyment Act, 
Na 75 of T597). the munpopality (employer) pennilted municipal 
orncwte (employee) to work more man twi hoore' ovorfime a week. 


In terms of s«;tion 34(lXa) of the Basic Conditions of Emptoyment Act an 
emptoyw may not make any deduction from an empfoyee’s remuneration 
un^ the employee agrees in writing to the deduction In respect of a debt 
kr tfie agreement or the deduction is raquired by law. Oecfootiorts 
frCTO tro payrrti are made in torms of this and other accounts without proper 
aulhonsation tetters sr^ed by the staff members. 


Coi^^ to Govemmert Gazette no. 30872 dated 14 March 2008 read with 
section 10 ^ the Basic Condltkms of Employmeirt Act no. 75 of 1997 
munk^l officiate who earn te excess of R149 706 per annum laotived 
oyeftime oompensatiori- There was no overtime policy in plaioe toat allows 
the paymertf of overtime to these offidate. 


18. income Tax Act 


• Conb^lo Section t<i) ofthe Income Tax Act 1962 (Ad No. 85 of 1962), the 
munic^Iihf has riot induded In the gross focome fk inurricipaJ ^ficiate and 
counc^tS; the fringe benefit for the free use and aoquisitiori of a cell phone 
as determined by paragraph 6(a) and B(a) the seventh schedule. 

19- Value Added Tax Act 

• Contrary to section 10(13) of fte Value Added Tax Act the municipality has 
not charged output VAT on a deemed supply for the fringe ben^ retted to 
the tree use and acquisition of a ceB phone as determined by paragraph 5(a) 
and 6(a) the seventh sdiedule of the Income Tape Act 

• Contrary to Supply Chain Mahagemeot Regulatton 43. before making an 
award of above R150Q0 to a pereon. the Kou^ Oevatepmerit Agency dkj not 
first check with the South African Revenue Service (SARS) whether that 
person’s tax matters Were m order. 
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20. PubBc Audit Act 


audit *o*lnflp«Ara ««*ss to internal 


21 Munic^l Systems Act 

detenriin^^a'^aT?* ^ “ 

Act Fgrth«n«„c. the ™nici(X7« 

i^re n«vcomplfanwwithmuni<^| bylaws 


22. Supply Chain Manaj^mert Policy (adopted by Council on 29 September 2005) 


^ Maaasamen, PoUoy 
cenain t»ds ware not accurately recorded in the tender register. ^ 

h!?*!!! C 9 ur>ciJ'« ^pty Chain Management Policy the 

muTOdpa^ did not estatMi^ a bkJ specification committee to cairv SJ th* 

responsibilitieaasehvjsagedinscctjon 27 oflhepolicy. ^ 


Matters of governance 

Management Act teste the apcounfing officer with a number 
^ rasponsit^ibes oonceming financiaf and risk management and kitsmal control 

® implementation of key governance 
fosponsibBittes, which I have sasessaef as follows: 


«att»r j Y nr 

» ••*»y •valteW. aitd provided in « 

“3 n, . , r-= 


during the audit concerning 
.o^ysortbeayailabliavof raauestedirifonnaltoii ^ 


✓ 

Qua 

Juy PI consonaated Hnencial etatements and leWed imuagemem infbnnalion 


i. 

statements ware not sutyect to any mstedal 

amendments rgsulfing from the audit 



j. 

PW to the tabling of the 



. «, ccmeolicteted tlnamrial teatemems and manaoeraent inlbnn-inn 




^the suijmitted for auditing as 

jper the legisfatei^eadlmes as required bv section i?fi nf i^ja 

u 


Av^lability of kcfy oflicials during audit 

— l—t 
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a. jKeyofficais vrare available (hfbuohoul Ifte audit — 


go 

€. 

inters. eo««| «,d 

I Audit committftA ' " — 

7. 

’ throughout 

. 

✓ 

’ fPP-v^. wn«en 

✓ 


Internal audit — ^ 

✓ 



~ th^^torrt 

- - — 

V' 

’ "> teims of ah approved Interpal 

✓ 


* Iw^ subatantialbr tulfilted ita responsibilities for the 

. y*ar. as set out m auction 165(2) of the MFMa. 

✓ 



d^cienoes m the design and knplemenlation of " 
Wemal control m respect of financial and risk manaoem^ 


✓ 

8 . 

^0 *mpteit.iK.tation of 

internal, control m respect of compfiance with appTicaljle laws and 
raguiations. 



tO. 

^i‘t?TZi .r*^ appropriate fo.faglitate'the preo^ation of the 




11 . 

A aas^j^ent WTO coriducted on a regular basis and a risk man^ment 

^.^-mehtodSas 


- 7 — 


“4- 

u^oons ofresponeftHUty are in place, as ^ out m section 79 crfthe 


'7~ 

- 

iFT 

w-up of audit fihdingei — — * 

Jjy Prior year audit findings have been substaofiiaOy addressed. 



_ 

14. 1 

Ovaraighi resolub'pfis. have been substantoJIy imotefnented 

7^ 


m 


|ilSI^1pthereport»iwofpertehnani»4nft^^ ■ 

— i. 

- — 


Ip* 

^ mformatien systerns were appn^te to facilitate the pre'parafion of a 

performanoe report that IS accurate and oomoJete 


✓ 


16. 

S’®®**” desigrtedarfo implemented 
^sure the accuracy and completeness of reported performance 
irvormabon. 


✓ 


W. 

< 

A stral^fc plan was r^red and approved for the financial year under 

*** 11 ?^? monitorif^ the perfonmance in illation to the budget 

^ ^ ^ mandate, ptedelemiinfed objeclh^ 

outputs, indicators and section 68 of the MFWA 

✓ 


- 

0. 

t 

( 

■“.If nwapement system arrd pcrtormarfoe 
onuses are only paid after proper assessment and approval by those 
barged with ooveroance, ^ 

1 
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Inye^gations 

24. A^ve^Spn was conducted by on independent eoosultlnQ tSim on laouesi of the 
cnuty. Tw invwt^iartion was Iroliated based on the allegation of possible; 

• irregular proconement or goods and services in which officials haW an interest in 
tnecorffract 

• payment made for oonstnjctiwi of building which was not complefed. 


The invesCgaaon has been fir«l»sed and discipimary hearinos of the municiDal 
officials were sb'H to be heW. 


25. An irwestigatlon was conducted by an independent consulUr^ firm on request of the 
^y rwrding converting the Kouga Cuttural Centre into a Public Private 
Partne^ip (PPP). The investigatjon has been finalised and has indicated that a 
Public Private Partnership is not feasible due to a lacft public nterest. 

26. An invesfigation was conducted by an independent consulting firm .on r^uesf of the 

en»y related to overtime. The investigation was flnaKsed and had the following 
findings: ^ 


• The infonn^ion provided regarding the department and sectteo placing of 
employees cennot be refied upon. 

» There is no policy on overtime. 

• The overfime bucket needs to be carefully considered so as to be truly cognisant 
of the factors affecting overtime. 

• ^ Kouga M^ipality has dearly contravened legislation GBasic Conditions of 
Ehtoteyment ActJ and the.prt^xjsed poBcy on overtime in allowing overtime hours 
abov^ the specified cwiing. 

« Substantial increased overtime during peak periods. 

• *Personnel shortages" and "the lack of suitable equipment" continue to be the 
larged categories of overtime spertoing and need to be addressed. 

• There is no definite oorrelatibn between sick leave and remunerated overtime for 
an employees employed at the munldpelify, but there were cases where there 
was a strong conrelalion between sick leave ar>d remunerated overtime. 
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report on other legal and regulatory requirements 

Report cm perfotmanco information 

27. 1 have reviewed the performance information as se! out on pages X)C to xx. 


Tt»a accoiinfino officer's n^nsibOrty foy the porfemrance information 

121(3Xc) of the Munich Finance Management Act, Ibe annual 
of a municiparrty must inciwde the anmial performance report of the 
murnopaity^ prepared by the muaicipality in terms of seodon 46 Local 

Govemmern; Municipal Systems Act, 20£» (Act No. 32 of 2000) (MSA). 


The Auditor^Generars respionsibili^ 

29. 1 oondiK^^ rny^engagernent in accordance with section t3 of the PAA read with 

Wolfca 616 of 2006, issued in GovsmrTwrf Gaziafle No. 31057 of 1$ Mav 
2008 arto sectlori 46 of the Murtlc^sl Systems Act 

30. In terms of the foregoing my engagement Indoded peritoiming prooadures of an 
aigit nature to obtain sufficient approphete evidence about the performance 
and related systems, processes and procedures. The prxjcedufes 
selected d^^end on the auditor's judgement 

31 . 1 believe that the evidence I have obtained 1$ sufficient and appropriate to provide a 
basis for toe audit findings repoited below. 


Audit ffiidvigs (performance informatton) 
Non-compliance adOi regulatory requirements 


SZThe K^a Municipality does not have a separate performance audit committee 
durti^ the 2008-09 finanqaf year. The existing audit committee was also not utIHsed 
m toi$ capacity as allowed for in temB of regulabon 14 ( 2 ) 


33. Contrary to section 53(2) of the Mimicipai Finance Management Act, the mayor did 
ncrt report to the eouncO and the provincial MEC tor Finanea the delay in the aghing 
Of the annual performance agreements. 

34. ^murtc^lrty did not evaluate and monitor the oiganisafion in terms of chapter 3 
Of the MumcipaJ Planning and PerformarKse Management Regulatiorfs 2001 as the 

implemented a performafice management system. The 
municipairty has adopted an instltuttonal performance scorecard, but H has r»ot been 
implemented by 30 Jur>e 2009. 
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and Kouga Culfunf Centred *n (Kouga Deve)(^>men} 

entities couW not be provk^. ^wlate the perfonnance of the municipal 


Internal auditing of pertlormanc;* infonnation 


sxrzTssj::;isz ssrsti s i'sra 

^ub«en%w^ ^ a* Prt«i<»ed for in 

Inconetetem^ iWOited pciforniance information 


37. Kouga Municipality has not reported in all instances on all its kev Deiformanne 
eidicators and targets as per the Integrated D„elopn,ent Ran 

Reported porfoimeriee infomutdon not relii^e 


Manegoment (mtelhog) instaffed in a prior year was not 


OTH^R REPORTS 
Special audHt 
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appreciation 


40. The assistance rendered by the staff of the Kouoa 
4uncerely appreciated. ^ 


9 roop during the audit t$ 




EastUxxton 
21 May 2010 



SOttTM ACkXA 

AvdGng te bvid pt^bfec conHckocs 


U 



